
VIRGINIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

Application of Oxy USA, Inc.
for lorced Pooling of Interests in a Drilling Unit

Affected ky Well Number CMB V-32, VGOB 0521-122 in the
Gardei1 Magisterial District of Buchanan County, Virg..nia

This cause came on this 21st day of. May, 1991, upon the

applicaticn of Oxy USA, Inc. requesting that this Board pool the

interests of well operators in the 80-acre (plus a tolei.ance of

154) dril:.ing units established for the Oakwood Coalbec, Methane

Field in the Garden Magisterial District of Buchanan County,

Virginia. Notice of the filing of the application herei a and of

the time, date and place of the hearing thereon was iluly and

properly c iven to each well operator of record having an interest

in the occluded coalbed methane gas below the Tiller sean of coal

underlyinc the tracts within the drilling unit covered hereby as

required by Section 45.1-361.19of the Code of Virginia, 1950 as

amended. The Board examined the Notice as given and further

conducted inquiry into the sufficiency of Oxy USA, Inc.' search

to determine the names and whereabouts of well operators who may

be affect~id by the pooling of occluded coalbed methane Has below

the Tillez seam of coal in the drilling unit involved heriin. The

Board finds that Oxy USA, Inc. has exercised due diligenci and has

conducted a meaningful search of reasonably available s<ierces at
hand, including, but not limited to, grantor/grantee inde.dies, deed

books, will records, tax records, local telephone books anil has had

conversations and correspondence with interested partiis. The
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Board he> eby approves the notice given, by publica:ion and

otherwise as meeting the statutory reguirements, rule ~ of the

Board and minimum standards of state and federal due proi;ess, and

finds thai. notice has been given in all respects as requix sd by law

and the aries of this Board.

Basal upon the evidence presented, the Board finds that the

following named persons may be owners of occluded coalbe methane

gas interests below the Tiller seam of coal, which ire held

pursuant to a lease or other agreement, in the dril] Lng unit

involved verein who have not voluntarily agreed to pc )1 their

interests in this unit for its development and operation;

1. Lida G. Vandyke, 8972 W. F. Avenue, Kalamasoo, MI 49009

2. Ruby E. Schamehorn, Box 642, Crescent City, CA 95531

3. Delles G. Deskins, 5046 Columbus Court, Auburn, GA 30203

4. Matthew C. Deskins, c/o Barbara L. Deskins, P. 0 Box 33,
Barhanasville, VA 23011

Upon motion of the applicant, the following named pe: sons are

dismissed as respondents:

1. Thomas Milton McNeil, 103 Maryland Avenue, Newbi:ry Park,
CA 91320

2. Joseph H. Deskins, 5272 County Road 35, Auburn, 'N 46706

3. Barbara A. Chaaban, 202 Bugh Drive, Winterville, NC 28590

4. Joseph Lacy Honaker, 202 Bugh Drive, Winterv:.lie, NC
28590

5. Donald P. Shortt, Route 1, Box 493, Pounding ',fill, VA
24637

Based upon the evidence presented, the Board finds Rat, in

order to avoid the drilling of unnecessary wells, pregnant the
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various t <pcs of waste and protect the correlative righ",s of all
owners an K potential owners of occluded coalbed methane gas with

respect to the drilling unit involved herein, the os sere and

potential owners of occluded coalbed methane gas involved who have

not heretc fore reached an agreement with respect to develal<ment and

operation of the drilling unit covered hereby shall be re,tuired to

pool their coalbed methane gas interests below the Tille~ seam of

coal for the development of this drilling unit, upon the l.erma and

condition<i set out in this order, all of which terms and c',nditions

are found, after consideration of the evidence presents< in this

cause, to be supported by substantial evidence and to ve just,
reasonabl<, and equitable and such as will afford each occluded

coalbed m«thane gas owner and potential owner in this snit the

opportunity to recover or receive just and equitable <hare of

productior from this unit.

Based upon the evidence presented at the public hearing in

this matter, the Virginia Gas and Oil Board orders as fo'.,lowe:

(1) fhe interests of well operators, as named above in this
80-acre (with a tolerance of 154) drilling unit establishi d in the

lands involved herein for the Oakwood Coalbed Methane Gas l!ield are

hereby pooled for the development and operation of this u> it. Oxy

USA, Inc., is hereby authorised to drill, complete and <; >crate a

well in this drilling unit so as to produce occluded coalbed

methane gai from the pooled acreage, consistent with the t:arms and

provisions of its applicable well work permit and the Oakw<i A Field

Rules.
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(2) Each owner or potential owner of occluded coalbei l methane

gas below the Tiller seam of coal involved herein, other than Oxy

USA, Inc., shall, within 30 calendar days after the date a,'ailing
this Orde>, deliver to Oxy USA, Inc., P. O. Drawer Q, R chlands,

VA 2463 K, a written election either to participat4 in the

operation of the well covered hereby or to exercise 4 >ch well

operator' right of election under this order as describi~d below.

A timely election shall be deemed to have been made il a well

operator cn or before the last day of such 30 calendar d>~p period

has sent s sch written election by telegram or telegraph to Dxy USA,

Inc., or l>as had such written election duly postmarked and has

placed su<,h written election in the United States mai',, first
class, postage prepaid, duly addressed to Oxy USA, Inc., at the

address set forth above. The alternatives afforded to ;he well

operators 3erein pooled are set forth below.

Each x.eluded coalbed methane gas well operator or E >tential

well operator herein pooled claiming an interest as to the »ccluded

coalbed meld>ane gas below the Tiller seam of coal derived .'rom any

tract within the drilling unit involved herein is acco::ded the

following »ptions as to such interest:

(a) Particination: To participate in the working nterest

in and the development of the occluded coalbed methane g,is below

the Tiller seam of coal in the drilling unit involved h>~rein by

agreeing ti> pay such well operator's proportionate part of the

actual cost of drilling, completing, equipping, operating, l lugging

and abandoning of the well covered hereby and by paying as set
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forth heriiin, to Oxy VSA, Inc., such owner's proportionat i part of

the $227, ~ i30.00 estimated cost of drilling, completing, e:uipping,

operating, plugging and abandoning of the proposed wel:, covered

hereby. I participating well operator's proportionate pa~ < of the

anticipatid cost of completion and share of the product ion from

such well shall be in the proportion that the number of ne mineral

acres in the unit covered by the occluded coalbed met iane gas

rights cwind by such party bears to the entire number o)'ineral
acres in this unit; or

(b) Carried interest: In lieu of participatinc in the

working i.>tercet in and the development of the pool in this

drilling unit, as set forth in subparagraph (i) above, to elect to

share in the operation of the well covered on a carried k isis (as

a carried well operator) so that the proportionate par'f the

actual cos): of drilling, completing, eguipping, operating, >lugging

and abandh >ning of such well allocable to such carr>, id well

operator's interest is charged against such carried well opi>rator's

share of )iroduction from such well. All of such carr ed well

operator's occluded coalbed methane gas rights below thi! Tiller
seam of ceil in the pool in the drilling unit involved he~ ein are

relinquishi>d under this order to Oxy USA, Inc. until the roceeds

from the sile of the share of production from such well iccruing

to such ca> ried well operator's unleased interest in the i rilling
unit invo]ved herein, exclusive of any royalty, ex'ss or

overriding royalty, or other non-operating or non-cost bearing

burden resirved in any lease, assignment thereof or ailreement



relating thereto covering such interest, equals thre<i hundred

percent (:004) for a leased interest or two hundred perceiit (2004)

for an un.'.eased interest of the share of the cost of dri ling and

completln(i the well allocable to the occluded coalbed methane gas

interest iaaf such carried well operator; plus one hundreil percent

(1004) of the carried operator's share of the cost of surface

equipment beyond the wellhead connection of such well all cable to

the interest of such carried well operator; alga one hundred

percent (:.004) of the share of the cost of operating s hach well

allocable to the occluded coalbed methane gas interest of such

carried well operator. Such carried well operator's prop<ietionate

part of tl,e costs of, and the production from, the well covered

hereby is to be in the proportion that the number of net mineral

acres in Ae unit covered by the occluded coalbed met, ane gas

interest ovned or potentially owned by such carried well operator

hears to tee entire number of mineral acres in such unit. During

the period of time Oxy USA, Inc. is entitled to rece.~ve such

carried will operator's share of production or the Iiroceeds

therefrom, Oxy USA, Inc. shall pay all applicable pro,luction,

severance, excise, gathering and any other taxes based upon or

measured b] the value or amount of production and shall separately

calculate c,nd pay to such carried well operator for paymenl. to the

approprlatci owner any royalty, excess or overriding royalt) and any

other non-iiperating or non-cost bearing burden reserved in any

lease, ass],gnment thereof or agreement relating thereto iiaich is
deducted from the share of production of such carriid well
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operator. Such royalty, excess or overriding royalty ,nd other

non-opera~ ing or non-cost bearing burden is not to be sib)ect to
any charge for operating costs. Payment by Oxy USA, Inc to such

carried wall operator of any such royalty, excess or oi erriding

royalty o], other non-operating or non-cost hearing burdez shall be

made within ninety (90) days after the end of the calen.,ar month

within which the production subject to such burdens is sold.
Within sizty (60) days after the completion of the well covered

hereby, Oxy USA, Inc. shall furnish such carried well opi.rator an

inventory of the equipment in and connected to such we'.,1 and an

itemized statement of the cost of drilling, comple'.ing and

equipping such well for production; and for each month thi.reafter,
during tha time Oxy USA, Inc. is being reimbursed as provided

above, Ox'~ USA, Inc. shall furnish to such carried well operator
an itemized statement of all costs and liabilities incurri>d in the

operation of such well, together with a statement of the quantity

of occluded coalbed methane gas produced therefrom and ti.e amount

of proceeds realized from the sale of the production all, cable to
such carried well operator's interest in the unit dkising the

preceding month. Oxy USA, Inc. shall also furnish to the State Gas

and Oil Irspector, copies of the same statements furnisheil to each

carried wzll operator under the provisions hereof. Aria amount

realized [rom the sale or other disposition of equipmeat newly

acquired in connection with any operation on the wel] covered

hereby wh:.ch would have been owned by such carried well operator
had such owner participated therein as a participat'..ng well
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operator shall be credited against the total uncovered ~ ~11 costs

in deterxining when the interest of such carried well operator

shall revert to such owner as described above. When Oxy JSA, Inc.

recovers from such carried well operator's relinquished interest

provided:.'or above, the relinquished interest of such cax .ied well

operator shall automatically revert to such owner, and from and

after sucjx reversion, such carried well operator shall bi~ treated

as a participating well operator and shall own the same interest

in such well, the material and equipment in or pertaininiI thereto

and the production therefrom, as such owner would ?.ive been

entitled to had such owner participated initial] r as a

participa1:ing well operator in the drilling, comple':ing and

equipping of such well; and thereafter, such owner shall bi~ charged

with and,shall pay the owner's proportionate part of th further

costs of the operation of such well.

(c) Cash Consideration: In lieu of participatiniI in the

working isterests in and the development of the dril] Lng unit

involved herein, any owner of an unleased interest may elect to
receive a sum of ONE DOLLAR ($1.00) per net mineral acre owned by

such owns]', plus a total royalty in the amount of one-eighth of

eight-eigtths (1/8th of 8/Sths) of the occluded coalbed melhane gas

and gas condensate produced from the well covered by th:,s Order,

the same tv be delivered into the lease tanks or into the } ipelines

to which such well is connected, free and clear of al '. costs,
expenses iind risks incurred in or in connection with clrilling,

equipping, operating, completing, plugging and abandonincl of such
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well. An( well operator electing this option shall deli'ier under

this Order a net revenue interest of 87.504 of 8/Bth,i of the

occluded coalbed methane gas and gas condensate produced from the

well covered by this Order, with such net revenue interiist being

determined by deducting from such owner's share of produi,tion the

royalty provided for immediately above; and provided furtl<er, that
such royaLty of 1/8th of 8/Bths and such net revenue inl.crest of
87.504 of 8/Bths shall be proportionately reduced and pay ibis only

in the p) oportion that the number of net mineral acre 'n the

drilling unit covered by the occluded coalbed methane g,s rights
owned by such well operator bears to the entire number o,'ineral
acres in 1Ais unit; or

(3) In the event a well operator, either an owns!r of an

occluded coalbed methane gas lease or an owner of an unleased

tract, who is subject to the provisions of this Order s'..all fail
to timely and properly elect, in writing, one of the aliplicable
options a» set forth above, such well operator shall be :.eemed to
have elected not to participate in the working interest ir the well

covered hereby and shall be deemed to have leased his inl crest in
the occlucied coalbed methane gas to the designated coalbe,, methane

gas well operator. In the event a well operator, either an owner

of a lease interest or an owner of an unleased interest, who is
subject to the provisions of this Order shall elect to act as a

participating well operator under 2A.(i) or B.(i) above, iihichever
is applicable, but thereafter fail or refuse to pay or si,cure the
payment of such well operator's proportionate part of thi, cost of
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well covered hereby as set forth in such provisii,ns, such

election 1:o act as a participating operator under this Oziler shall

be null ard void and such well operator shall become a car .ied well

operator consistent with the terms and provisions of thi~ Order.

(4) If any payment of bonus, royalty payment or othe . payment
~f

due and ~ring under this Order cannot be made because tl'k~rson
entitled thereto cannot be made certain due to conflicti: g claims

of owners? ip and/or a defect or cloud on the title, then ~uch cash

bonus, royalty payment or other payment shall be deposite, into an

escrow account within one hundred eighty (iso) days after the date

of this Oi der and shall not be commingled with any fund i of the

applicant or unit operator. Such funds shall be held for the

exclusive use of, and sole benefit of, the person entitle< thereto

until such funds can be paid to such person(s) or thi, holder

relinquishes such funds to the Board as reguired by lani or the

Board. At:ached hereto is a listing of all persons whose 'interest

is uncerta Ln.

If ary person whose interest is pooled hereby re;luses to

accept the cash bonus consideration or if any such persoii cannot

be paid ths cash bonus, royalty payment or any other pay~ient due

hereunder for any reason other than the reasons set fort, above,

the unit o]erator may deposit such cash bonus, royalty pa ment or

other payasmt into an escrow account established in the ac ounting

records of unit operator and such funds shall be credited to such

account fo> the benefit of such person. Such funds so di posited

in such es crow account shall be held for the benefit of the

10
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'7'erson(s)entitled thereto until such funds can be pal<I to such

person(s) or until they are required to be paid to the

Commonwea.'.th.

With:.n thirty (30) days of the expiration of any and all
election ]mriods provided in paragraph 2, the designated operator

shall tezder to the State Gas and Oil Inspector a iiotarized

statement of all disputed claims, specifically, inc.'.uding a

breakdown of the type of interest, mineral ownership and pi,rcentage

of ownership. This statement shall be used in crez:ing and

establish:.ng the escrow accounts required by this Order, If any

changes in the status of conflicting claims occur, the di.signated

operator shall immediately notify the State Gas and Oil ,'nspector

and within thirty (30) days submit an amended disputei claims

statement

With:.n 30 days of receipt of a certified copy of ".he final
legal determination of entitlement or upon receipt of an '.greement

signed by all claimants, the Board shall order payment of'rincipal
and accrued interest from the escrow account described above to
all persons legally entitled thereto.

(5) Any well operator involved herein who has not appeared

in response to the notice of hearing published pursuar to the

provisions of Section 45.1-361.19, Code of Virginia, L950, as

amended, and whose identity or whereabouts remains unknown at the

conclusion of the hearing in this matter shall be deemeii to have

elected t<> lease his interest to the coalbed methane to the well

operator designated to drill as described in paragraph 1, blinder the

11
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same terms and conditions as set forth in paragraph (i ) above.

The desi(lnated well operator shall deposit into a »eparate,

distinct interest-bearing escrow account established by the

Virginia Gas and Oil Board with the Treasurer of Vir<linia all
proceeds nttributable to the unknown lessor's interest. All sums

so deposi".ed shall be held for the unknown lessor's be>:efit and

shall be deemed unclaimed property and disposed of pursua~it to the

Uniform D:.sposition of Unclaimed Property Act (Section .'!5-210.1,

at Iaa.)
(6) Any cash bonus which becomes payable by Oxy (IiA, Inc.

under the provisions of 2(c), above, shall be paid or tendered

within thi rty (30) days after the date of this Order; u rovided,

however, if the owner entitled to such funds releases the same, or

if such owner's interest in the unit involved in this cat.se has a

defect or cloud in the title thereto, or if such owner c annot be

paid such funds for any reason whatsoever other than the reasons

set forth in paragraph 2 and 3 above. Oxy USA, Inc. may deposit

(credit) such funds due such party into an internal escrow account

establishei( in the accounting records of Oxy USA, Inc. !nd such

funds shel L be credited to such account for the benefit of such

owner. Such funds so deposited (credited) in such escrow account

shall be hold for the benefit of the owner entitled therelo until

such funds can be paid to such owner, or such owner accel ts such

funds, or t.ntil such title defect or cloud is cured or reiioved to

the satisfaction of Oxy USA, Inc.

12
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(7) Oxy USA, Inc., in addition to any other rights afforded

such part( under the laws of Virginia, shall have a lii:n on the

mineral ] easehold estate or rights owned by the ot',Ler well

operators involved herein in the unit covered hereby and u ion their

shares of the production from the well covered hereby to tlute extent

that costs incurred in the development and operation of the

drilling tnit involved herein are a charge against such i: terests.
Such liens shall be separable as to each separate well operator and

shall remain a lien until all costs incurred in connection with the

well have been paid. Upon the failure or refusal of any

participating well operator to pay such well cinerator's

proportionate part of any cost incurred hereunder in c<ionection

with the srell covered hereby, shall be entitled to rec iive the

share of ~roduction from the well accruing to such dc laulting

participating well operator's interest in the unit involve<I herein,

or the pro:cede from such share, until such proportionate part of

such cost has been paid. No part of the production or i>roceeds

accruing to any participating well operator shall be applie k toward

payment of costs chargeable to any other interest in su,h unit.

If any participating well operator fails or refuses to l,ay such

well opera1:or's proportionate share of the cost incurred hereunder

in connect:.on with the well covered hereby within sixty ('0) days

after rendition of a statement therefore by Oxy USA, Inc., I.he non-

defaulting participating well operators, including Oxy US,I, Inc.,
shall, upor request by Oxy USA, Inc., pay the unpaid amouni in the

proportion that the interest of each such non-de,'aulting

13
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participa".ing well operator bears to the total interesi,z of all
such non-defaulting well operators. In such event, iizch non-

defaultie[ participating well operator so paying si.ch well

operator'c share of the unpaid amount shall, tc obtain

reimbursaent thereof, be subrogated to the lien rights ',escribed

above.

(8) If the well involved herein has not been commenI ed as of

the date of this Order, shall commence or cause to be i ommenced

operations on such well within three hundred and sixty-t.lve days

(365) dayc, from the date of this Order and in any ever:, shall

continue or cause to be continued operations under this O> ier with

due diligence; otherwise, the provisions thereof z sall be

inoperative and this Order shall terminate, except for any cash

sums becoming payable hereunder, unless the time of comm >ncement

of such oparation is extended by an Order of the Board.

(9) )xy USA, Inc. shall, within thirty (30) dayi, after
completion, tender to the State Gas and Oil Inspector an ..temized

statement reflecting the actual cost of drilling, eqiiipping,

completing, plugging and abandoning the well. Additional .temized

statements reflecting actual operating costs shall be furn;,shed to
the State Gas and Oil Inspector on a quarterly basis. If the

actual costs of drilling, completing, equipping, plugs t.ng and

abandoning the well is different than Oxy USA, Inc.'s es imates,

appropriate adjustments to the burdens imposed a~i each

participating or carried operator's share shall be made.
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Oxy USA, Inc. shall cause a certified copy of t <is Order

to be mailed to the last known address of each well op rator as

listed in this Order.

The > elief granted by this Order is to avoid the dr lling of

unnecessa>Y wells, prevent the various types of waste or occluded

coalbed mathane gas and protect the correlative righti of all
owners wii:h respect to the pools in the drilling unit involved

herein.

Done and executed this (0 day of Qk~ , 1 91, by a

ma)ority cf the Virginia Gas and Oil Board.

V CHAIRMEN

Done and performed this
1991, by order of this Board

(O+ d.y .f Due i

Priygipal Executivyf to tl e Staf f,
~irginia Gas Pd Oil Board

15
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State of Virginia
County of WashLngton i

n'/+'cknowledgedon this day of 199
before me a notary public in gnd for the State of Vi> Iinia

nny Wampler, being duly sworn did depose and say that ze is
f the Virginia Gas and Oil Board, that he executed the sa',e and

Cil~M
ic
on txpires 9/23/92,

N,„s'pstsirees~,.

State of Virgi: a La
County of'ashington

Acknowledged ou this day of 199 I

,.pmkeeipally before me a notary public in and/'for the State of Vir
Byron Thomas Fulmar, being duly sworn did depose and say that

o+/e, ecutive to the Staff of the Virginia Gas and Oil Board, tl,
,,Mime and was authorised to do so.

c
',4,~,~iy' pion expires 9/23/92

'< .+Isa/isa%~

Linis
he is
Lt he

VIRGINIA: In the Cl~rk's Office of the Circuit Court of Buchanan County. Tl.e fore-
going instrument was th Ls day presented in the office aforesaid and is, togethe: with thecertificate of acknowle 1gment annexed, admitted to record this 6th day of June, 1991 at11:35 A .M. De.d Book No. 375 Page No. 777

TESTE: ell V. Presley, Clerk

BY: ,OEPUTY CLERK
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